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44 Our critical problems 
are behind us. 


In 1976, we will continue to 
strengthen our organization and 
improve our basic operations. 

Our major objective: 
to move ahead on a planned, 
programmed basis. 99 


— Martin M. Lewis, President 






all of our remaining retail and wholesale food operations including 
a chain of supermarkets, three wholesale seafood companies, a 
meat processing company and a non-food wholesale distribution 
company. Clearly, in the future, we intend to put our efforts into im¬ 
proving our operations and increasing our profits from our retailing 
and wholesaling businesses — the fields that we know best. 

Our People. Certainly, one of the prime assets of any company is 
its people. We are no exception. We owe a sincere debt of gratitude to 
the multitude of loyal, veteran, key employees who have worked 
diligently with us to help solve our problems. 

Also, in 1975, we added a number of outstanding new executives 
whose knowledge of the mass merchandising and wholesaling fields 
and the ability to apply this expertise to our needs have made them 
invaluable to our company. With the addition of these new people, 
our top management team is now essentially in place. It is a team that 
is well equipped to provide us with strong leadership during 1976 
and beyond. 

Outlook For The Future. The coming year should be a good one 
for the total discount industry which has exhibited continued overall 
growth even in spite of a weeding out process at the national level. 

The companies that survive will do so because they have assessed their 
capabilities realistically and refused to overextend themselves. 

In addition, if the national economy continues to show the same 
vitality it has exhibited to date, the coming year should be an excellent 
one for all those in the consumer goods business. And, since most of 
our stores are located in cities with a stable employment climate, we 
believe 1976 will be a year of steady growth from a solid sales base for 
Cook United. Certainly in our case, as long as we continue to provide 
our customers with timely merchandise, properly priced, we will 
continue to grow and profit. 

I have talked a great deal about our discount department store 
operations. I also want to emphasize that our wholesale operations 
continue their steady growth. These companies contributed materially 
to our profitability during 1975, just as they have in previous years. 
Certainly, there is every reason to expect continued increased contri¬ 
butions in the current year as well. 

Our thanks to all of you for your confidence and your contributions to 
a most satisfying 1975. We look forward to an even brighter year ahead. 


Sincerely, 



Martin M. Lewis 

President and Chief Executive Officer 


P. S. During recent months, we have been asked many excellent 
questions by shareholders, employees, customers, and other 
friends of Cook United. Because of this, we have chosen to devote 
the regular text portion of this annual report to a question and 
answer session with Mr. Jaffe and myself. I think you will find this 
''dialog with management" of considerable interest. 










MESSAGE TO THE SHAREHOLDERS 


March 24,1976 



I am most pleased to report your company's return to profitability 
in 1975. 

It is not necessary to spell out the details of financial results of 1975 
vs. those of 1974. The table at the extreme right of these pages 
provides this information in quick, convenient form. 

I will add however that all of us, the more than 7000 employees 
who make up the total Cook United family, take great pride in what 
has been accomplished in the past year. Not all of our problems are 
behind us of course; there is still much to be done. But I can say 
that our critical problems are a thing of the past. 

In this letter then, I'd like to take a look at some of the key factors 
which contributed to the turnaround of the past year. 

Our Financial Position. This was one of the most important areas of 
concentration during 1975, and one that has shown the most 
impressive results. 

Our year-end balance sheet has greatly improved over last year. 

You will note that inventories have been reduced to less than $70 
million from $92.5 million in 1974. We have also increased our cash 
position from $9 million to $38.5 million, placing us in a very liquid 
condition. Furthermore, you will observe that our current ratio at 
year end improved from 1.71 in 1974 to 1.97 in 1975. 

Here are other statistics I believe will interest you. We reduced our 
accounts payable from $45.7 million to $32 million at year end. 
Long-term debt, including the current portion, was reduced from $42 
million in 1974 to approximately $34 million in 1975, excluding about 
$20 million in convertible debentures in both cases. 

In February, 1976, however, we paid off the entire short-term debt 
and arranged a revolving credit line of $16 million with our banks 
to meet our seasonal borrowing requirements. 

Our balance sheet is now financially sound and we do not con¬ 
template any financing, other than seasonal borrowing for inventory. 

Store Closings and Divestitures. One of our major areas of activity 
during the past 12 months was in the closing of unprofitable discount 
department stores. During 1975, we closed 19 of these units. As far 
as we are concerned, this substantially completes our basic store 
closing program. 

Obviously, like any other retail operation, we will continue to look 
at individual units. We will not hesitate to close any which do not 
contribute to the profitability of the company. 

We will also continue to watch all stores with marginal profits and 
make every effort to increase these profits. In the overall our goals are 
two-fold: steady improvement in sales per square foot in each of our 
stores; and a similar increase in average sale per customer. 

We have also accomplished our objective of eliminating the 
scattered group of stores west of the Mississippi River. Thus, we can 
now concentrate our efforts in the trading areas where we have long 
standing acceptance and where we have sufficient stores to enjoy 
strong market penetration. We will also examine expansion possibilities 
in these same areas on an opportunistic basis; for example, in choice 
locations where vacant stores may now exist or may become available. 

In addition to our store closings, we completed the major portion 
of our planned divestiture program in 1975. During the year, we sold 
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HIGHLIGHTS 


Sales . 

Net Income (Loss). 

Per Share Income (Loss) 

Working Capital. 

Shareholders' Equity. 

Book Value Per Share. 

Common Shares Outstanding .... 



1975 

1974 

$ 400 , 379,000 

$431,703,000 

$ 

1 , 565,000 

$ (22,064,000) 

$ 

.30 

$ (4.49) 

$ 

60 , 361,000 

$ 53,457,000 

$ 

65 , 359,000 

$ 63,857,000 

$ 

12.99 

$ 12.68 


4 , 925,139 

4,925,139 
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"As long as we continue to provide our customers 
with timely merchandise, properly priced, we will 
continue to grow and profit." 

























DIALOG WITH MANAGEMENT' 


*Messers. Martin M. Lewis, President and Chief 
Executive Officer; and Leonard S. \affe, Executive 
Vice President—Finance and Administration. 


Q. Cook United has shown a dramatic turnaround from one year 
ago. Where does the company go from here? 

As far as 1976 is concerned, we will continue to strengthen our 
organization and improve our basic operations. Our primary 
objective is to be a major factor in the retail discount department 
store field, supported by strong in-house specialty wholesalers. 
We shall stay within these confines. Very importantly, we shall be 
seeking ways to obtain greater productivity from our existing 
organizations. 

You are saying, then, 1976 will be a continuation, a refinement 
of what you have done so successfully in 1975. 

y^ Yes, organizing our company so it can continue to move on a 
planned, programmed basis. 



Mr. Lewis: "Our primary objective is to 
be a major factor in the discount store 
field, supported by strong in-house spe¬ 
cialty wholesalers." 


There has been a considerable change in the senior management 
group in the past 20 months. Is this team set now — and if not, 
what still has to be done? 

y^ The majority of these people are now in place, although there 
* may be one or two spots to be filled. Most of these new people 
have been added to both the administrative side of our business 
and our merchandising group. While there may continue to be 
changes, the top team is essentially in place. 

There has been a good deal of effort expended in building the 
administrative and control group. Can you tell us what you've 
accomplished in this area? 

y^ Cook United formerly was quite diversified, and even within 
common areas, individual groups or divisions operated quite 
autonomously, with only general review from top management. 
During the past year we've brought the company under much 
tighter control, in both the financial and operating areas, and this 
will continue to be our goal. Our first priority was to set new 
objectives; then we brought in people to carry out these 
objectives. We are currently introducing new and/or updating 
many of the existing systems and procedures within the company. 
This will enable us to further improve the efficiency of 
our operation. 

We'd like also to take a minute to talk about our new people. We 
have brought into our organization many highly skilled individuals. 
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These people understand our kind of business and how to work 
in a large, organized and controlled company. They also bring 
to us concepts from many of the leading retailers in the country. 
This gives us a diversity of opinion and the opportunity for 
discussion and interchange. It will take time to interweave these 
people into a closely coordinated team, but we are making 
headway in this effort. 


A year ago, the company had severe cash and bank credit 
problems. Obviously, a great deal has happened since then. 
Please comment on the basic financial position of Cook United . 
today versus that of a year ago. 

Our cash position improved steadily throughout 1975 so that 
at year end we had $38.5 million of cash and certificates of 
deposit. At the end of 1974, cash balances were $9 million. 

During 1974, the company had bank borrowings as high as $63 
million. At the end of 1975, our bank borrowings were $44 
million. Through February 26, 1976, bank borrowings have been 
further reduced in an amount of $17.4 million by payment from 
available cash, leaving our bank borrowings at approximately 
$26 million. 

All of these factors mean that Cook United today is much more 
liquid and in a much stronger financial position. 

Q. A year ago, you were under certain pressures by your major 
suppliers. Has this situation changed? 

The situation has had a complete turnaround. Cook United now 
has no problems with credit being granted to it by its suppliers. 

And today we are dealing with suppliers who are much more 
substantial financially than many of those with whom we were 
dealing in the past. 

Q. When do you expect that the company will resume its cash 
dividend payments? 

For the present, I don't think we can count on it. We feel that 
much of our near term profits will have to be reinvested and we 
think we ought to be frank about it. We don't see a possibility of 
cash dividends this year. We may have more to say on this 
subject after 1976. 



Mr. Jaffe: "Our cash position improved 
steadily throughout 1975. Because of this. 
Cook United today is much more liquid 
and in a much stronger financial position." 
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When do you think the price of the stock will begin to appreciate? 

A We certainly have no control over the price of our stock. How- 
ever/ jt j s our feeling that the better we run this company and the 
better results we show, the more favorable the reaction will be 
in the stock market. 

Let's talk about your divestitures of the past year. You had a 
very ambitious divestiture program. Where does it stand now and 
where do you see it going in 1976? 

A Our major divestitures are behind us. All of the companies related 
* to food operations have been sold. So have certain other non- 
allied businesses. We will obviously look at all our operations on a 
continuing basis and we will dispose of those we feel are not 
yielding the proper return on investment. 

Our divestitures were made for two principal reasons — (1) to 
strengthen the company's concentration in areas of business we 
know thoroughly and (2) to improve our debt to capital relation¬ 
ship which had reached what we considered to be improper levels. 

We want to stress that we are not in the business of divesting. 

As we have indicated previously, our curent emphasis is on 
increasing the productivity of what we have, to give us a strong 
base on which to build. 

Why have you chosen to get out of the retail drug field? 

First of all, we were losing money in our retail drug operations. 

We also recognized that it takes three important factors to make a 
retail operation viable. These are experienced people, sufficient 
market penetration, and a commitment to invest capital in the 
particular area. We were lacking in all three factors so our 
chances of success were slim indeed. 

We were not a sizeable factor in the drug field. We had a total of 
18 retail drug outlets, only eight of which were in the Cleveland 
area. The others were dispersed in surrounding cities with only 
one or two units in each city. In order to be competitive and 
therefore successful, we would have had to expand extensively in 
all or most of these cities. 

The philosophy behind this decision is the same philosophy that 
we have been using in terms of our other divestitures. We have 
chosen to concentrate on the businesses we know best and focus 

Mr. Lewis: "Our current emphasis is to 
increase the productivity of what we have, 
to give us a strong base on which to build. 

We look forward to a good year in 1976." 
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our capital expenditures and marketing efforts on those areas 
where we can be most effective. 


Q. In anticipation of the divestiture of the retail drug operation, 
how do you see the wholesale drug operation fitting into 
your plans? 

The wholesale drug operation fits very nicely into our total whole¬ 
sale concept, because a sizeable part of its sales are to our own 
discount department stores, and because it also is a viable supplier 
to outside stores as well. It is a profitable operation. 


Q. Allied to divestitures, of course, is your store closing program. 

Would you discuss this program, what you've accomplished and 
what has yet to be done. 

Our basic store closing program has already been completed. It 
consisted of closing a total of 29 stores in all, 19 of which were 
closed in 1975. 

We believe the same comments we made on the subject of 
divestitures can be applied to store closings. As a programmed 
effort, it is behind us. However, any retail company looks at its 
store operations on a continuing basis, and if it makes sense to 
close any of them, it will be done. But this no longer presents a 
major problem for Cook United. 

We should also hasten to add that we, at the same time, are 
looking for favorable opportunities to open stores in the areas 
which we have determined are going to be our major markets. 

You will be hearing more about this as the year progresses. 

Q. Will you comment on the current geographical concentration 
of your discount department stores? 

Our stores, with one exception, are located east of the Mississippi 
River. We have concentrations of stores throughout major Ohio 
cities, Louisville, Ky., Baltimore, Md., and North Carolina. 

Q. And, does your present thinking indicate this will continue to be 
the pattern, at least in the near future? 

That's correct. We have no plans to go into totally new market 
areas at least at this time. 



Mr. Lewis: "Our discount department 
stores, with one exception, are now all 
located east of the Mississippi River. We 
have no plans to go into totally new mar¬ 
ket areas, at least at this time/' 
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Q. You will continue, therefore, to strengthen and add as it may be 
appropriate in those areas where you already have a 
secure footing? 

Yes. Those are the areas where we have an umbrella of advertising 
as well as supervision over a group of stores; where we know the 
marketplace and, most importantly, where we are accepted and 
recognized as an established retailer within that marketplace. 


How do you see the future of the discount department store 
field, overall, not specifically in terms of Cook United but as a 
total industry? 

Discounters have proven to be one of the largest retail groups in 
the country. The last published figures we saw showed discount 
department stores accounting for approximately $40 billion of 
retailing in the last year. The discounting share of the retail pie 
is continuing to grow and we believe discounters will maintain 
their present growth as one of the most viable retail groups in 
the country. The reason is simple: they still give people good 
values; and their stores are located in heavy concentrations of 
population, where the growth is. 



Mr. Jaffe: "Cook's great strength lies in its 
hard-goods departments which cater to 
the do-it-yourselfer, plus customers for 
tools, traffic appliances, and other hard 
goods." 


What about the upgrading of discount operations in terms of 
price? Is Cook planning to be a participant to any degree? 

y^ There has been a general trend toward movement into a higher 
price category, and we think the trend was warranted in the past. 
But we think we've reached the point where the upper level 
pricing of discounters now is seriously overlapping the lower 
levels of conventional department stores. There are retailers 
positioned between conventional discounters and the department 
stores but we think there is enough of the retail pie in the more 
popular price ranges to discourage us from trying to invade the 
higher price levels of department stores. We can't be all things to 
all people. And we're not trying. Our policy is to stay in the 
popular price category and to continue to offer good selection 
in that area. 

Q. Can you comment on the areas of merchandise that Cook United 
has its greatest strength. 

y^ Cook's strength lies in its hardgoods merchandising departments 
which cater to the home owner, the do-it-yourself auto trade, 
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sportsmen, and the customers for tools, traffic appliances, and 
other hard goods. Complementing our hardgoods strength is an 
ever increasing customer recognition of the values in our 
extensive softgoods department. 


Q. The discount department store field has had its problems in the 

past and some of these are very evident today. How do you relate 
these with Cook United's future in this business? 

Part of the problem in the discount department store field is the 
fact that it expanded too fast. This expansion was accompanied in 
many cases by inadequate management, inadequate controls, bad 
choice of locations, insufficient concentration in the particular 
market to properly penetrate, and a vulnerable capital base. We 
recognized this very early in our administration and we have taken 
steps to assure that Cook United will not make the same mistakes 
as some others in the industry. 

We might point out that the type of economy we are now living 
in and presumably will be living in for many years ahead, will 
foster an increasing demand for the kinds of merchandise we 
feature — automotive supplies, items directed to the do-it- 
yourselfer, sporting goods, housewares, etc. We are a large retailer 
with a tremendous assortment of merchandise, and we should 
be in good position to meet this anticipated demand. 

Q One last question. Do you feel your major problems are all 
behind you? 

y^ Our critical problems are behind us. However, we still have many 

challenges to meet in getting our company into top shape in terms 
of increased sales productivity, proper controls, good business 
management and effective organizational building. Running our 
kind of business involves a continual series of problems that must 
be analyzed and solved. But the important point is that we have 
overcome the critical problems. 



Mr. Lewis: "Our wholesale companies 
continue their steady growth. They con¬ 
tributed materially to our profits in 1975 
just as they did in previous years. We ex¬ 
pect the same trend in 1976 as well." 
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RESTATED QUARTERLY DATA FOR 1975 

The operating results for each quarter of 1975 have been restated to reflect the discontinuance of businesses 
in the second and fourth quarters. 


TWELVE WEEKS 
ENDED 

MARCH 22,1975 

SIXTEEN WEEKS 
ENDED 

JULY 12,1975 

TWELVE WEEKS 
ENDED 

OCTOBER 4,1975 

TWELVE WEEKS 
ENDED 

DECEMBER 27,1975 

THOUSANDS OF DOLLARS 


Continuing Operations 

Net Sales. 

S 75,217 

$126,227 

$ 86,701 

$112,234 

Income (loss) before taxes. 

(2,996) 

1,423 

65 

4,517 

Income (loss) from continuing operations . 

(2,996) 

1,423 

65 

3,028 

Income (loss) from Discontinued Operations .. 

(318) 

(520) 

(404) 

424 

Income (loss) before extraordinary 

credit. 

(3,314) 

903 

(339) 

3,452 

Extraordinary credit. 

— 

— 

— 

863 

Net Income (loss). 

Per common share 

(3,314) 

903 

(339) 

4,315 

Income (loss) from continuing operations . 

(.61) 

.29 

— 

.61 

Loss from discontinued operations. 

(.07) 

(.11) 

(.07) 

.09 

Extraordinary credit. 

— 

— 

— 

.17 

Net income (loss). 

(.68) 

.18 

(.07) 

.87 

Fully diluted income (loss). 

(.68) 

.18 

(.07) 

.87 

Average shares outstanding (1). 4,925,139 4,925,139 4,925,139 

(1) Reflects retroactive adjustment for the 6% Common Stock dividend distributed on September 15,1975. 

4,925,139 


SALES AND INCOME BEFORE INTEREST AND TAXES BY LINES OF BUSINESS 

Cook United, Inc. is engaged in the distribution of merchandise through company operated discount 
department stores, specialty retailing outlets and wholesale distribution companies. The Company was established 
in 1921 and was incorporated under the laws of the State of Ohio in 1925. 

A significant portion of the Company's wholesale sales are to the Company's retail division. These sales, 
between divisions are recorded at gross margins which equal or exceed those charged to its outside customers. 

Inter-company profit on the sale of merchandise not resold to the public as of year end by the retail division 
has been eliminated against the retail division's operating results. 

The amounts of contribution from continuing operations to sales and to operating income before taxes and 
interest expense for the years 1975-1971 are shown below: 



1975 

1974 

1973 

1972 

1971 

Sales 


(in thousands of dollars) 


Retail . 

Wholesale . 

Income before interest and income taxes 


$363,269 

68,434 

$352,689 

59,737 

$325,067 

40,118 

$302,526 

36,597 

Retail . 

$ 1 206 

$ (1,156) 
6,427 

$ 7,784 

6,734 

$ 8,043 
4,893 

$ 11,171 
4,243 

Wholesale . 



COMMON STOCK MARKET PRICE AND DIVIDEND INFORMATION 

Sale Price of Common Shares* 


1975 1974 Dividends Per Share 



High 

Low 

High 

Low 

1975 

1974 

Quarter 

First .... 

$31/4 . 

. $1 3 /4 

$8 3 /4 . 

. $5 3 /4 


.$.13 

Second . 

3 3 /s . 

. 2'/8 

8 5 /s . 

. 5Va 


.13 

Third ... 

4 3 /a . 

. 2 7 /s 

5 5 /s . 

. 3 3 /4 

** 

** 

Fourth .. 

3V8 . 

. 2% 

3’/a . 

. VA 

_ 

_ 


*Source: National Quotation Bureau 

**6% Common Stock Dividends were distributed September 15, 1975 and September 15, 1974. 

The Company also has outstanding $2.25 Convertible Preferred Shares. These shares are unlisted and have not traded. 
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SUMMARY OF OPERATIONS 


Fiscal Year Ended 


December 27, 
1975 


Continuing operations 

Sales. $ 400,379 

Cost of sales. 289,760 

Interest expense. 4,967 

Other charges. 340 

Income tax expense (credit). 1,489 

Income (loss) from 

continuing operations. 1,520 

Income (loss) from discontinued 
operations, net of income taxes .... (818) 

Extraordinary credit. 863 

Net income (loss) . 1,565 

Net income (loss) 

applicable to common shares. 1,496 

Net income (loss) per Common Share 

Continuing operations. .29 

Discontinued operations. (.16) 

Extraordinary credit. .17 

Primary . .30 

Fully-diluted . .30 

Average Common and Equivalent 

Shares Outstanding (1). 4,937,078 

Cash Dividend per Common Share ... — 


December 28, 
1974 

December 29, 
1973 

December 30, 
1972 

January 1, 
1972 

Thousands of Dollars 

$431,703 $412,426 $365,185 

$ 339,123 

312,882 

295,399 

261,744 

244,629 

7,237 

4,230 

3,400 

3,927 

9,563 

— 

— 

— 

(1,100) 

4,510 

4,005 

5,729 

(10,430) 

5,778 

5,532 

5,758 

(11,634) 

1,177 

1,072 

2,300 

(22,064) 

6,955 

6,604 

8,058 

(22,133) 

6,885 

6,535 

8,001 

(2.13) 

1.15 

1.07 

1.21 

(2.36) 

.24 

.21 

.49 

— 

— 

— 

— 

(4.49) 

1.39 

1.28 

1.70 

(4.49) 

1.36 

1.26 

1.63 

4,925,139 

4,965,626 

5,115,122 

4,715,993 

$0.26 

$0,515 

$0.50 

$0.50 


(1) Reflects retroactive adjustments for the 6% common stock dividends distributed on 
September 15,1975 and September 15,1974. 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE 
SUMMARY OF OPERATIONS 


1975 Versus 1974 

Sales volume for 1975 from continuing operations 
was $400.4 million or 7.3% below $431.7 million, sales 
for the prior year. This decrease was caused principally 
by the closing of six discount department stores in 1974 
and nineteen in 1975 together with reduced sales in 
major appliance departments as a result of closing 
twenty-five such departments. Cost of sales for the two 
years, expressed as a percentage of sales, was 72.5% 
for 1974 and 72.4% for 1975. 

Interest costs decreased by $2,270,000 or 31% in 
1975 from 1974 as a result of decreased borrowing 
levels and lower average interest rates. 


Non-operating charges to continuing operations were 
$340,000 and $9.6 million respectively in 1975 and 
1974. These charges, more fully explained in Note 3 in 
Notes to Consolidated Financial Statements, relate to 
closed discount department stores. A loss from dis¬ 
continued operations of $818,000 in 1975 compares 
with a 1974 loss of $11.6 million and is more fully 
discussed in Note 2 in Notes to Consolidated Financial 
Statements. 

The effective income tax rate of 49.4% in 1975 
compares with a credit of 9.5% in 1974. The rate dif¬ 
ference results from the non-recognition in 1974 of tax 
benefits of losses sustained. The 1975 tax provision has 
been effectively offset by the use of an extraordinary 
credit resulting from the benefit of utilizing a tax loss 
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MANAGEMENT'S DISCUSSION AND ANALYSIS (continued) 


carryforward. The components of the tax expenses are 
shown in Note 5 in Notes to Consolidated Financial 
Statements. 

1974 Versus 1973 

A loss of $10.4 million from continuing operations 
was sustained in 1974 compared to a profit of $5.8 
million in 1973. The largest part of the difference of 
$16.2 million resulted from non-operating charges re¬ 
lating to the write-down of certain assets associated 
with idle facilities in an amount of $3.9 million, and the 
establishment of a reserve for estimated future occu¬ 
pancy costs of facilities closed, or to be closed, of $5.7 
million. Cost of merchandise sold increased in 1974 
over 1973 by $19.0 million or nearly 1% of sales, re¬ 
flecting extremely competitive conditions and abnor¬ 


FINANCIAL REVIEW 

For the year ended December 27, 1975, sales from 
continuing operations totalled $400.4 million compared 
with $431.7 million for the prior year. Income before 
taxes, from continuing operations, was $3 million for 
1975 as compared with a loss of $11.5 million in 1974. 
Net income for 1975 was $1.6 million or 30 cents per 
share compared with a loss of $22.1 million or $4.49 
per share for 1974. These results were obtained during 
a year that saw the Company close 19 discount depart¬ 
ment stores and divest of its entire retail and wholesale 
food operations including a chain of supermarkets, 
three wholesale seafood companies, a meat processing 
company and a non-food wholesale distribution com¬ 
pany. 

The statement of the results of operations reflects 
improvements in 1975 in several important categories. 
Interest costs were $2.3 million less in 1975 as a result 
of lower borrowing levels as well as lower interest rates. 
Continued emphasis on cost control resulted in selling, 
general and administrative costs being reduced $10.9 
million. Expressed as a percent of sales, these expenses 
decreased to 24.0% in 1975 from 24.8% for the prior 
year. Gross profits improved slightly in 1975. This im¬ 
provement was gratifying because it was achieved dur¬ 
ing a period in which we closed 19 stores, operated in 
an unfavorable economic climate, and had great diffi¬ 
culty in obtaining certain classes of merchandise. Mod¬ 
est sales gains in 1976 together with improved margins 


mal markdowns associated with the closing of stores. 
Interest costs increased $3.0 million in 1974 over 

1973 as a result of increased borrowing levels and 
higher interest rates. 

The effective income tax rate, a credit, of 9.5% in 

1974 compares with a provision of 43.8% in 1973. The 
rate difference results from the non-recognition in 1974 
of tax benefits of losses sustained. Tax benefits will be 
realized in future years to the extent income is earned. 

Loss from discontinued operations in 1974 of $11.6 
million, compared with income of $1.1 million in 1973. 
This loss was due to operating losses of discontinued 
businesses (principally Discount Supermarkets and Sof- 
Glo Candle Co.) in an amount of $3.2 million, and a 
provision for estimated losses on divestiture of busi¬ 
nesses in an amount of $8.4 million. 


and continued effort to control expenses can make for 
a successful year. 

Concentration on keeping inventory levels low by 
improving turnover resulted in a substantial reduction 
of inventories. The proceeds from the sale of businesses 
together with the cash derived from the reduced inven¬ 
tories permitted us to reduce long-term debt in 1975 
and to operate with substantially lower short-term 
borrowings. Debt to equity ratios have been signifi¬ 
cantly improved. 

We wish to point to our strong cash position at the 
end of 1975 with $38.6 million versus $8.8 million a year 
earlier. Our current ratio was 1.97 and 1.71 respectively 
at the end of the two years. 

Subsequent to year end, our short-term bank loan 
was converted to an unsecured revolving credit agree¬ 
ment that matures June 30, 1976. The debt was paid in 
its entirety the day after the signing. Further negotia¬ 
tions with the banks for the purpose of extending short¬ 
term maturities to June 30, 1977 will occur in April, 
1976. 

The trade creditor problems that we encountered in 
1975 had eased by mid-year and by the end of the third 
quarter, 1975 we were experiencing a regular flow of 
merchandise. We expect that our supplier relations will 
continue to be good in 1976 as a result of a positive 
earnings picture, a very liquid position and the assur¬ 
ance of continued bank support. 
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CONSOLIDATED STATEMENT OF RESULTS OF 
OPERATIONS 

FISCAL YEARS ENDED DECEMBER 27,1975 AND DECEMBER 28,1974 
(IN THOUSANDS OF DOLLARS) 

1975 1974 

CONTINUING OPERATIONS 

Net sales, excluding sales of leased departments. $400,379 $431,703 

Costs and expenses 

Cost of merchandise sold. 289,760 312,882 

Selling, general and administrative. 96,151 107,009 

Depreciation and amortization. 6,152 6,542 

Interest expense, net of $636 and $134 interest earned. 4,967 7,237 

Operating income (loss). 3,349 (1,967) 

Provision for estimated future costs of closed stores, 
disposition of idle facilities and other costs (Note 3). 340 9,563 

Income (loss) from continuing operations before income taxes .... 3,009 (11,530) 

Provision (credit) for income taxes (Note 5). 1,489 (1,100) 

Income (loss) from continuing operations. 1,520 (10,430) 


DISCONTINUED OPERATIONS (Note 2) 

Operating loss, net of $626 income tax credit in 1975 . (818) (3,179) 

Provision for loss on disposition. — (8,455) 

Loss from discontinued operations. (818) (11,634) 

Income (loss) before extraordinary credit. 702 (22,064) 

EXTRAORDINARY CREDIT 

Benefit from utilization of tax loss carryforward (Note 5). 863 — 

Net income (loss). $ 1,565 $ (22,064) 


PER COMMON SHARE DATA (Note 7): 

Income (loss) from continuing operations. $ .29 $ (2.13) 

Discontinued operations. (.16) (2.36) 

Extraordinary credit. .17 — 

Net income (loss). $ .30 $ (4.49) 


The accompanying notes are an integral part of this statement. 
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CONSOLIDATED BALANCE SHEET 

DECEMBER 27,1975 AND DECEMBER 28,1974 
(IN THOUSANDS OF DOLLARS) 


ASSETS 1975 1974 

CURRENT ASSETS 

Cash (Including certificates of deposits of $20,500 in 1975). $ 38,551 $ 8,797 

Accounts receivable, less allowances for doubtful accounts 

of $577 in 1975 and $450 in 1974 . 13,121 20,302 

Recoverable Federal income taxes. — 2,722 

Inventories . 69,205 92,560 

Prepaid expenses. 1,816 4,040 

TOTAL CURRENT ASSETS. 122,693 128,421 


PROPERTY AND EQUIPMENT at cost (Notes 1 and 4) 

Land. 8,740 8,926 

Buildings. 21,358 21,831 

Furniture, fixtures and equipment. 47,535 56,426 

Leasehold improvements . 13,455 15,763 

91,088 102,946 

Less accumulated depreciation. 41,329 42,713 

49,759 60,233 

COST OF BUSINESSES IN EXCESS OF NET ASSETS ACQUIRED (Note 1). 13,101 14,252 

OTHER ASSETS. 3,079 3,824 


$188,632 $206,730 
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LIABILITIES AND SHAREHOLDERS' EQUITY 1975 1974 

CURRENT LIABILITIES 

Current maturities of long-term debt (Note 4 ). $ 3,954 $ 8,661 

Short-term notes payable. 16,000 3,825 

Accounts payable. 32,387 45,697 

Accrued expenses . 5,840 7,207 

Accrued store closing and vacancy costs (Note 3). 2,646 3,272 

Reserve for losses on dispositions (Note 2 ). 1,505 6,302 

TOTAL CURRENT LIABILITIES. 62,332 74,964 


LONG-TERM DEBT, net of current maturities (Note 4). 30,192 33,246 

CAPITALIZED LEASE OBLIGATIONS. 5,869 5,919 

RESERVE FOR STORE VACANCY COSTS (Note 3). 1,830 5,559 

DEFERRED INCOME TAXES. 2,074 2,077 

RETIREMENT BENEFITS. 1>0 26 1,158 

5Vi % CONVERTIBLE SUBORDINATED DEBENTURES (Note 6 ). 19,950 19,950 

SHAREHOLDERS' EQUITY (Notes 4, 6 , and 9 ) 

Preferred shares, without par value. 151 151 

Common shares, $1 par value. 4,925 4,650 

Capital in excess of par value. 28,274 27,737 

Retained earnings. 32,009 31,319 

65,359 63,857 

$188,632 $206,730 


The accompanying notes are an integral part of this statement. 
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CONSOLIDATED STATEMENT OF 
SHAREHOLDERS’ EQUITY 

FISCAL YEARS ENDED DECEMBER 27,1975 AND DECEMBER 28,1974 
(IN THOUSANDS OF DOLLARS) 


PREFERRED 

SHARES 

BALANCE AT DECEMBER 29,1973 ... $151 

Net loss. 

Purchase of 11, 880 Common Shares .. 
Dividends: 

Preferred — $2.25 per share. 

Common —$.26 per share. 

Common —6% Stock. 

Cash in lieu of fractional shares .. 

BALANCE AT DECEMBER 28,1974 ... 151 

Net income. 

Dividends: 

Preferred — $2.25 per share. 

($17 paid December 31,1975) 

Common —6% Stock. 

Cash in lieu of fractional shares .. 

BALANCE AT DECEMBER 27,1975 ... $151 


COMMON 

SHARES 

CAPITAL IN 
EXCESS OF 

PAR VALUE 

RETAINED 

EARNINGS 

TREASURY 

SHARES 

$4,574 

$29,115 

$55,776 

$(2,410) 



(22,064) 

(64) 



(69) 




(1,144) 


76 

(1,370) 

(1,180) 

2,474 


(8) 



4,650 

27,737 

31,319 

— 



1,565 




(52) 


275 

537 

(812) 




(ID 


$4,925 

$28,274 

$32,009 



The accompanying notes are an integral part of this statement. 


TOTAL 

$87,206 

(22,064) 

(64) 

(69) 

(1,144) 

_( 8 ) 

63,857 

1,565 

(52) 

_( 11 ) 

$65,359 
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CONSOLIDATED STATEMENT OF CHANGES IN 
FINANCIAL POSITION 

FISCAL YEARS ENDED DECEMBER 27,1975 AND DECEMBER 28,1974 
(IN THOUSANDS OF DOLLARS) 

1975 1974 

SOURCES OF WORKING CAPITAL 

Net income (loss) from continuing operations before extraordinary credit. $ 1,520 $(10,430) 

Add expenses not affecting working capital 

Depreciation and amortization. 6,152 6,542 

Provision for store closing and idle facilities. 340 9,563 

Other. — 595 

Working capital provided from continuing operations. 8,012 6,270 

Loss from discontinued operations . (818) (11,634) 

Depreciation. 228 1,193 

Provision for losses on disposition. — 8,455 

Working capital absorbed by discontinued operations. (590) (1,986) 

Working capital provided from operations before extraordinary credit. 7,422 4,284 

Working capital provided by extraordinary credit . 863 — 

Working capital provided by operations. 8,285 4,284 

Increase in long-term debt. — 9,972 

Net proceeds from sales of business. 9,412 569 

Others, net. 86 34 

17,783 14,859 

USES OF WORKING CAPITAL 

Reduction in long-term debt. 2,918 8,661 

Net additions to property and equipment. (843) 6,166 

Current portion of reserves for vacancy costs and losses on dispositions. 4,069 9,574 

Investment in and advances to leased department joint venture. (983) 2,308 

Dividends paid. 52 1,213 

Purchase of common shares. — 64 

Net current assets of businesses sold. 5,666 370 

10,879 28,356 

INCREASE (DECREASE) IN WORKING CAPITAL. $ 6,904 $ (13,497) 


INCREASE (DECREASE) IN COMPONENTS OF WORKING CAPITAL 

Cash and certificates of deposit. $ 29,754 $ 1,098 

Accounts receivable, net of allowances for doubtful accounts. (7,181) (1,030) 

Recoverable Federal income taxes. (2,722) 1,608 

Inventories . (23,355) (23,014) 

Prepaid expenses. (2,224) 758 

Current maturities of long-term debt. 4,707 (5,239) 

Short-term notes payable. (12,175) 9,452 

Accounts payable. 13,310 13,136 

Accrued expenses . 1,367 (692) 

Accrued store closings and vacancy costs. 626 (3,272) 

Reserve for losses on dispositions. 4,797 (6,302) 

INCREASE (DECREASE) IN WORKING CAPITAL. $ 6,904 $ (13,497) 


The accompanying notes are an integral part of this statement. 
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NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 


1. Summary of Significant Accounting Policies 

The accompanying consolidated finanical statements 
include the accounts of the Company and all of its 
wholly-owned subsidiaries. All significant intercompany 
transactions and accounts have been eliminated. The 
Company's investments in its minority-owned subsidi¬ 
aries are reported on the equity method. 

Inventories in the discount department stores are 
valued at the lower of cost or market as determined by 
the retail method of accounting. Remaining inventories 
are valued at the lower of cost (principally first-in, first- 
out) or market. 

For financial statement purposes, the Company pro¬ 
vides for depreciation of property and equipment using 
the straight-Jine method at annual rates sufficient to 
amortize the cost of the assets during their estimated 
useful lives. Buildings are depreciated over ten to fifty 
years and furniture, fixtures and equipment are depre¬ 
ciated over two to ten years. Leasehold improvements 
are amortized over the applicable lease terms or the 
useful life of the tangible assets, if shorter. Preopening 
costs incurred in connection with opening new stores 
are expensed as incurred. 

The Company amortizes that portion of costs of busi¬ 
nesses in excess of net assets acquired (goodwill) in¬ 
curred subsequent to October 31, 1970, over a forty 
year period. Goodwill incurred prior to that time is 
not being amortized and includes approximately 
$12,000,000 related to discount department stores ac¬ 
quired in 1968. These stores are included in the retail 
division which incurred operating losses, in 1975 and 
1974; however, the divison historically has been profit¬ 
able and management therefore believes that no dimi¬ 
nution in value of this goodwill has occurred. 

Certain reclassifications of amounts reported in 1974 
have been made to conform to 1975 presentations. 

2. Discontinued Operations 

In 1974 and early 1975, the Company sold four busi¬ 
nesses and decided to sell or discontinue the operations 
of four others. Accordingly, $8,455,000 was provided for 
losses on disposition in 1974, of which $6,302,000 re¬ 
mained as a reserve for losses as of December 28,1974. 

The Board of Directors has, after evaluating the re¬ 
sults of the realigned operations, determined to retain 
one of the above operations for the foreseeable future. 
Accordingly, the results of this wholesale operation 
have been included in continuing operations for 1975 
and 1974; increasing sales by $18,360,000 in 1975, and 
by $22,538,000 in 1974; decreasing operating income 
by $538,000 in 1975, and decreasing the operating loss 
by $522,000 in 1974. The reserve provided in 1974, in 
anticipation of this disposition, is being charged with 
losses incurred in dispositions which had not been 


targeted for discontinuance as of December 28, 1974, 
as described below. 

The Company decided in 1975 to dispose of the 
businesses of the Drug Store division and the Institu¬ 
tional Food Processors. 

In summary, the reserve for losses on dispositions at 
December 28, 1974, ($6,302,000), has been charged in 
1975 with losses incurred in the disposition of the busi¬ 
nesses targeted for disposition at December 28, 1974, 
($3,143,000), with losses incurred in the disposition of 
the Institutional Food Processors ($1,187,000), and the 
write-off of goodwill associated with the Drug Store 
Division ($467,000). In management's opinion, the re¬ 
maining reserve for losses on disposition of $1,505,000 
at December 27, 1975 is adequate to provide for losses 
to be incurred in the disposition of certain remaining 
assets of the Institutional Food Processing group and 
the Drug Store Division. 

The net assets of businesses in the process of dispo¬ 
sition approximated $2,500,000 as of December 27, 
1975. Net sales of businesses excluded from the results 
of continuing operations amounted to $39,686,000 in 
1975 and $195,514,000 in 1974, after reclassifying the 
wholesale operation returned to continuing operations 
status. 

3. Store Closings and Idle Facilities 

During 1975, the Company closed nineteen discount 
department stores and determined to close two addi¬ 
tional stores in early 1976, increasing the total number 
of discount department stores closed since 1973 to 
thirty-one. 

On December 28, 1974, the Company established a 
reserve for store closing, vacancy and other costs, charg¬ 
ing $9,563,000 to operations in 1974. An additional 
$340,000 was provided in 1975. In 1975 this reserve was 
charged with costs incurred at stores during the closing 
period and costs of stores as idle facilities in the amount 
of $4,696,000. In 1974, the reserve was charged with 
$731,000 of other costs. 

Results of closed stores were included in the Com¬ 
pany's results of operations for all of 1974 and prior to 
the start of closing sales in 1975. Such losses and costs 
charged to the results of continuing operations amount¬ 
ed to $2,071,000 and $5,461,000 in 1975 and 1974 re¬ 
spectively. 

At the completion of the remaining store closings, 
the Company will have the following lease obligations 
relating to idle discount stores, not currently sub-let: 


1976 . . 

.. .$1,731,000 

1981 to 1985 . . 

. . .$8,290,000 

1977 . . 

. .. 1,501,000 

1986 to 1990 . . 

. .. 6,801,000 

1978 .. 

... 1,395,000 

1991 to 1995 . . 

. . . 4,792,000 

1979 . . 

. .. 1,526,000 

1996 and 


1980 . . 

... 1,658,000 

thereafter ... 

... 619,000 


In addition to rent, the Company is obligated for 


16 




















taxes, insurance, maintenance, and certain other costs 
which, based on 1975 and 1974 expenditures, will ap¬ 
proximate $5,524,000 to the end of the various leases. 

The balance of the reserve for store closing and va¬ 
cancy related to closed stores as of December 27, 1975 
and December 28, 1974 of $4,476,000 and $8,831,000 
respectively are classified in the accompanying balance 
sheet according to the anticipated timing of such costs. 
In the opinion of management, these reserves are ade¬ 
quate to cover the costs of closing and maintaining va¬ 
cant facilities throughout the lease commitment periods. 

4. Funded Debt 

Long-term debt at December 27,1975 and December 
28,1974 is composed of the following: 

THOUSANDS OF DOLLARS 


Term notes to banks due in 1981, interest 
at 1% over prime to January 15,1976, 
and 1 Va % over prime to January 15, 
1978, and 1V2% over prime thereafter 

1975 

$27,387 

1974 

$33,000 

5 3 A% note to an insurance company 
due in semi-annual installments of 
$300,000 to April, 1976, with balance 
due October, 1976 . 

1,700 

2,300 

Notes secured by mortgages on various 
premises, at average interest rate of 

6%, with installments of $692,000 and 
$988,000 payable in 1976 and 1975, 
respectively . 

4,860 

5,847 

Other notes at interest ranging from 4% 
to 6%, payable $99,000 in 1976 and 
$50,000 in 1977 . 

149 

715 


34,096 

41,862 

Less: Current maturities . 

3,904 

8,616 


$30,192 

$33,246 


The $33,000,000 secured, term loan is repayable in 
fifteen quarter annual payments of $1,650,000 begin¬ 
ning April 15,1977, with the balance due on January 15, 
1981. The loan further provides for a prepayment in 
1977 in an amount equal to 30% of consolidated net 
income for fiscal 1976 in excess of $5,000,000. On De¬ 
cember 31, 1975 , the Company prepaid $1,413,000 on 
the $33,000,000 term loan. Such prepayment will apply 
to the final loan payment due in 1981. 

Terms of the bank credit agreement provide that tan¬ 
gible consolidated net worth must exceed $39,000,000 
during the first half of each year during the term of the 
loan; $40,000,000 during the third quarter; $40,500,000 
during the fourth quarter and $45,000,000 at the end of 
the fiscal year. At December 27,1975, the consolidated 
net worth as defined was $52,708,000. The agreement 
also restricts lease rental payments and requires main¬ 
tenance of minimum working capital levels. Future 
earnings must exceed $26,000,000 plus future payments 
on funded debt before cash dividends may be paid. 

The Company has secured the $33,000,000 term loan 
by pledging the stock of subsidiaries, real estate mort¬ 


gages on substantially all real property and by assigning 
equipment rentals from the purchaser of a former op¬ 
erating division. 

In addition to the term note payable to banks, the 
Company has a short-term credit arrangement to meet 
seasonal financing needs, with a group of banks all of 
which also participate in the term loan. Such short-term 
credit arrangement was completed on March 7, 1975 
and subsequently amended in 1975, and on February 
25, 1976. Prior to the February 25, 1976 amendment, 
both the restrictions and collateral referred to above 
involved the short-term borrowing as well as the term 
notes. The February 25,1976 amendment converted the 
$16,000,000 short term borrowing from a secured loan 
payable March 31, 1976, to an unsecured revolving 
credit agreement extending to June 30,1976. On Febru¬ 
ary 26, 1976, the Company paid the entire $16,000,000. 
The revolving credit agreement provides for a commit¬ 
ment fee of V 2 % on the unused portion and 125% of 
the lead bank's prime rate on future borrowings. 

Short-term borrowings averaged $13,977,000 in 1975 
and $23,042,000 in 1974 at weighted average interest 
rates of 9.7% and 10.8%, respectively. Maximum bor¬ 
rowings were $16,093,000 in 1975 and $29,563,000 in 

1974. Short-term notes outstanding at December 27, 

1975, and December 28, 1974, bear average interest 
rates at 9.1% and 11.6%, respectively. In connection 
with the $33,000,000 term loan agreement dated Jan¬ 
uary 7, 1974, the Company informally agreed to main¬ 
tain compensating balances with participating banks, 
based upon bank ledger amounts, as adjusted, equal to 
15% of oustanding borrowings. During 1975, the Com¬ 
pany maintained approximately $1,700,000 of average 
book cash balances, in addition to operating cash bal¬ 
ances, with its banks to meet these requirements. These 
balances were not restricted as to withdrawal. 

Capitalized lease obligations from sale/leaseback 
transactions are payable $571,000 annually to 1998 and 
the balance payable in 1999, including interest at 8 3 A% 
to 9%. Current maturities of the principal portion of 
the capitalized lease obligations were approximately 
$50,000 per year. 

Total long-term debt, including capitalized lease 
obligations, matures as follows: $3,954,000 in 1976; 
$5,774,000 in 1977; $7,419,000 in 1978; $7,469,000 in 
1979; $7,530,000 in 1980; and $7,869,000 thereafter. 

5. Federal Income Taxes 

As of December 27, 1975, the Company has not re¬ 
corded the tax benefit of loss carryforwards of approx¬ 
imately $10,000,000 for financial statement purposes. 
Tax benefits will be recognized to the extent that such 
losses can be offset against future taxable income in the 
loss carryforward periods. 
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NOTES (continued) 


In 1974, the Company filed a consolidated 1973 Fed¬ 
eral income tax return and amended its 1972 return to 
revoke the multiple surtax election previously utilized. 
The effect of such determinations was to realize certain 
net operating losses previously recorded with a nominal 
effect on the provision for taxes in 1974. 

In 1974, the Company provided tax benefit on oper¬ 
ating losses to the extent that such losses could be car¬ 
ried back to offset income previously taxed or to the 
extent that such losses can be offset against deferred 
tax liabilities of the loss carryforward periods. The in¬ 
vestment tax credit is recorded as a reduction of the 
provision for income taxes in the year in which the 
related property is acquired and to the extent that such 
credit offsets taxes otherwise payable. 

For Federal income tax purposes, the Company has 
available net operating loss carryforwards and invest¬ 
ment tax credit carryforwards which, if not used, will 
expire as follows: 

Thousands of Dollars 

Net Operating Loss Investment Tax Credit 


1976 . $1,100 $ - 

1977 . - 80 

1978 . - 124 

1979 . 2,600 166 

1980 . 4,500 218 

1981 . - 228 

1982 . - 86 


$8,200 $902 

The components of income tax expense are as follows: 

Thousands of Dollars 


Provision (Credit) 
1975 1974 

Federal Income taxes: 

Currently refundable. $ — $(2,005) 

Deferred taxes payable beyond 

carryforward period . — 705 

Charge equivalent to benefit of 

loss carryforward. 863 — 

$863 $(1,300) 

Other income taxes. — 200 

$863 $(1,100) 

The reconciliation of Federal tax expense to taxes at 
Statutory rates is as follows: Thousands of Dollars 

1975 1974 

Income (loss) from continuing and discontinued 
operations before Federal taxes. $1,565 $ (23,364) 

Tax provision (credit) at statutory rates. $ 751 $(10,222) 

Plus 

Tax Benefit not recorded on $16,208,000 

of operating losses. — 7,779 

Reversal of previously recorded investment 
tax credit due to carryback 

of operating losses. — 493 

Other . 112 650 

$ 863 $ (1,300) 


Deferred taxes in the accompanying consolidated 
balance sheet result principally from using accelerated 


depreciation methods for tax purposes to the extent 
that such liabilities extend beyond loss carryforward 
periods. 

6 . Capital Shares and Debentures 

Authorized capital shares consist of 1,000,000 no 
par serial preferred shares, 1,800,000 shares of $1.70 
no par convertible preferred shares (none issued) and 
20 ,000,000 Common Shares, $1.00 par value. 

The serial preferred shares, entitled to one-fifth vote, 
have certain preferences as to cumulative dividends 
and liquidating distributions. Designated as $2.25 Con¬ 
vertible Preferred Shares, Series A, are 45,000 shares, of 
which 30,863 were outstanding at December 27, 1975 
and December 28, 1974. Each of these shares may be 
converted, subject to certain adjustments, into two 
Common Shares and is entitled to $45.00 a share 
upon redemption or in liquidation (aggregate amount 
$1,388,835). 

There were 4,925,139 and 4,649,674 Common Shares 
outstanding at December 27, 1975 and December 28, 
1974, respectively. On September 15, 1975, 275,465 
Common Shares were issued as a result of a 6% stock 
dividend. In connection with a stock dividend distrib¬ 
uted September 15,1974, 261,485 shares were issued of 
which 185,880 were treasury shares. 

The 5V2% Convertible Subordinated Debentures 
amounting to $1,250,000 and $18,700,000 mature prin¬ 
cipally in 1984 and 1993, respectively, and are convert¬ 
ible into Common Shares at $47.50 and $36.38 per 
share. At December 27, 1975, 1,282,551 Common 
Shares were reserved for conversion of serial preferred 
shares, debentures and the exercise of stock options 
and warrants. 

7. Income (Loss) Per Common Share 

Per common share data is based upon the weighted 
average number of common and equivalent shares out¬ 
standing, 4,937,078 in 1975 and 4,925,139 in 1974 ad¬ 
justed for the 6% stock dividends distributed Septem¬ 
ber 15, 1975 and 1974 and after deducting or adding 
preferred dividends, as applicable. The effect of stock 
warrants on the calculation would be anti-dilutive. 

Fully-diluted per share data has been computed using 
the average common shares outstanding adjusted for 
the assumed conversion of debentures and preferred 
shares. The effects of such assumed conversions in 
1975 and 1974 would be anti-dilutive. 

8 . Retirement Plans 

The Company has certain funded and non-funded 
retirement plans which cover substantially all em¬ 
ployees not covered by union benefits. Total expense 
was $630,000 for 1975 and $590,000 for 1974 including 
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amortization of prior service costs over a 30-year period. 
As of the latest valuation date, the unfunded portion of 
prior service costs is estimated at $3,444,000 and the 
excess of vested benefits over pension fund assets and 
accruals is estimated at $329,000. 

The Pension Reform Act of 1974 requires the Com¬ 
pany to amend its various retirement plans to conform 
with certain provisions of the Act, which will become 
effective in 1976. The Company believes that the effect 
on annual retirement costs for 1976 and subsequent 
years resulting from this amendment will not be 
significant. 

9. Stock Options & Warrants 

During 1975, the Company amended and readopted 
its existing stock option plan to permit the granting of 
non-qualified options. The plan provides for the grant¬ 
ing of either qualified or non-qualified stock options to 
certain key employees at no less than market value. At 
December 27,1975, options to purchase 284,544 shares 
at prices ranging from $31.47 to $2.48 per share (as 
adjusted) were outstanding, of which 3,942 were exer¬ 
cisable at that time with the remainder becoming 
exercisable at various dates through 1985. During 1975, 
options to purchase 275,070 shares were issued and 
options for 65,133 shares were cancelled. 

Warrants to purchase 72,431 Common Shares at 
$39.88 per share are outstanding at December 27, 1975 
and expire in 1979. 


10. Leases 


The Company leases a substantial portion of its 
facilities including retail stores, warehouses and office 
space. Leases have terms extending substantially from 
ten to twenty-five years with options to renew in 


many cases. 

Total annual rent expense charged to continuing 


operations is as follows: 

Thousands of Dollars 


1975 

1974 

Financing Leases. 

Other Leases. 

Less: Sublease rentals. 

. $15,103 

. 787 

. (2,922) 

$14,266 

2,564 

(2,664) 


$12,968 

$14,166 


At December 27, 1975, minimum rental commit¬ 
ments under all non-cancellable leases, excluding 
those lease commitments of closed stores (Note 3), are 


as follows: 


Thousands of Dollars 


Financing 

Leases 


1976 . 

... $10,900 

1977 . 

... 10,500 

1978 . 

10,200 

1979 . 

10,000 

1980 . 

10,000 

1981-1985 .... 

... 45,200 

1986-1990 .... 

36,900 

1991-1995 .... 

. .. 29,000 

Thereafter .... 

4,400 


Other 

Leases 

Sublease 

Rentals 

Total 

$500 

$2,900 

$ 8,500 

500 

2,700 

8,300 

400 

2,500 

8,100 

200 

2,400 

7,800 

200 

2,400 

7,800 

400 

9,900 

35,700 

— 

6,400 

30,500 

— 

3,200 

25,800 

— 

— 

4,400 


The estimated present values of the net fixed mini¬ 
mum rental commitments for all (including those in 
Note 3) non-cancellable financing leases were 
$70,207,000 at December 27, 1975 and $75,710,000 at 
December 28,1974, after deducting the present value of 
sublease rentals of $17,597,000 and $14,452,000 re¬ 
spectively. The present values are computed after re¬ 
ducing total rental commitments by lessors' estimated 
taxes and insurance payments. Interest rates used to 
compute present values range from 4.0% to 11.75% 
with a weighted average of 7.0%. 

The effect on net income (loss) of treating financing 
leases as capitalized lease obligations with related in¬ 
terest expense of $8,206,000 and $6,334,000 in 1975 
and 1974, and amortizing such lease rights on a straight- 
line basis ($5,198,000 in 1975 and $5,257,000 in 1974) 
over lease terms would be to decrease net income in 
1975 by $1,115,000 and increase net loss in 1974 by 
$1,230,000. 


AUDITORS’ REPORT 

To the Shareholders and Board of Directors 
of Cook United, Inc.: 

We have examined the consolidated balance sheet of Cook 
United, Inc., (an Ohio Corporation) and subsidiaries as of 
December 27, 1975, and December 28,1974, and the related 
consolidated statements of results of operations, sharehold¬ 
ers' equity and changes in financial position for the fiscal 
years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 

In our auditors' report of March, 1975, we qualified our 
opinion on the Company's balance sheet as of December 28, 
1974, because of uncertainty with respect to realization of 
property and equipment and cost of businesses in excess of 
net assets acquired through successful future operations. This 
uncertainty was related to restrictions of trade credit available 
to the Company from certain suppliers. Subsequently, the 
Company has obtained sufficient trade credit to conduct 
normal operations; thus the uncertainty that caused us to 
qualify our opinion on the statement referred to above has 
been eliminated. 

In our opinion, the accompanying consolidated financial 
statements present fairly the financial position of Cook 
United, Inc., and subsidiaries as of December 27, 1975, and 
December 28, 1974, and the results of their operations and 
changes in financial position for the fiscal years then ended, 
in conformity with generally accepted accounting principles 
consistently applied during the periods. 

Cleveland, Ohio, 

March 2,1976. 
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COOK UNITED, INC 


TRANSFER AGENTS 

The Cleveland Trust Company 

Cleveland, Ohio 

The Chase Manhattan Bank, N.A. 

New York, New York 

REGISTRARS 

Central National Bank of Cleveland 

Cleveland, Ohio 

The Chase Manhattan Bank, N.A. 

New York, New York 

AUDITORS 

Arthur Andersen & Co. 

Cleveland, Ohio 

GENERAL OFFICES: 

16501 Rockside Road 
Maple Heights, Ohio 44137 
Telephone: (216) 475-1000 

FORM 10-K REPORT 

Copies of the Company's Form 10-K 
report, filed with the Securities and 
Exchange Commission, are available 
without charge upon written request to 
the Secretary of the Company. 

COMMON STOCK LISTED: 

New York Stock Exchange 
Midwest Stock Exchange 
SYMBOL: CCF 

ANNUAL MEETING 

The Annual Meeting of Shareholders 
will be held at 3:30 p.m. on April 29th, 
1976 at the Company's offices, 

16501 Rockside Road, 

Maple Heights, Ohio. 


COOK UNITED OPERATIONS 
Retail Group 

Discount Department Stores 
Clarks 

Consolidated Sales 

Cooks 

Ontario 

Uncle Bills 

Catalog Store 
Stratford Distributors 

Specialty Operations 

J. P. Snodgrass 
Sound Chamber 

Consolidated Sales 
gasoline stations 
and car washes 


Wholesale Group 

Stem Distributing 
Leon Plumbing & Supply 
Mid-West Paper Products Company 
Myron Nickman, Inc. 

Oscar Robbins 
Future-Pak 

National Merchandising Service 
Boston Distributors 
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